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Independent Auditors” Report

September 8, 2004

To the Township Board
Lincoln Township
Clare County, Michigan

We have audited the accompanying financial statements of the povernmental activities, cach
major fund, and the aggregate remaining fund information of Lincoln Township as o fand for the
vear ended June 30, 2004, which collectively comprise the Lincoln Township's basic hnancial
statements as listed in the table of contents. These financial statements are the responsibility of
Lincoln Township's management, Our responsibility is to express opinions on these financial
statements based on our awdit.

We conducted our audit in accordance with U.S, generally accepted auditing standards. Those
standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement,  An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evalusting the overall financial statement presentation. We believe that
our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present Farly, in all material respects,
the respective financial position of the governmental activities, each major fund, and the
apgregate remaining fund information of Lincoln Township as of June 30, 2004, and the
respective changes in financial position thereof for the year then ended, in conformty with L1.5.
senerally accepted accounting principles.
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To the Township Board
Lincoln Township
September 8, 2004

As described in Note 1, the Government has implemented a new financial reporting model, as
requircd by the provisions of the GASB Statement No. 34, Basic Financial Staremenis — and
Management s Discussion and Analysis — for State and Local Governments, as of July 1, 2003,

Reguired Supplemental Information

I'he management's discussion and analysis and budgetary comparison listed in the table of
contents are not a reguired part of the basic financial statements but is supplemental information
required by ULS. generally accepted accounting principles and the Governmental Accounting
Standards Board. We have applied certain limited procedures, which consisted principally of
inguiries of management, regarding the methods of measurement and presentation of the
required supplemental information. However, we did not audit the information and express no
ppinion on it.

Combining Financial Statements and Other Supplemental Information

Owur audit was conducted For the purpose of forming opinions on the financial statements that
collectively comprise Lincoln Township’s basic financial statements. The accompanying other
supplemental information, as identified in the table of contents, 15 presented for the purpose of
additional analysis and is not a required part of the basic financial statements. The other
supplemental information has been subjected to the auditing procedures applicd in the audit of
the basic financial statements and, in our opinion, is fairly stated, in all matenal respects, in
relation to the basic financial statements taken as a whole.

: aFiLL,jl_ﬂ (a i cﬁb{/q%ﬁfb



LINCOLN TOWNSHIP
Management's Discussion and Analysis
For the Year Ended June 30, 2004

Our discussion and analysis of the Lincoln Township's (Township) financial performance
provides an overview of the Township’s financial activities for the fiscal vear ended June 30,
2004,

Financial Hi

The Township's net assets decreased by $143,113 or 10%. Program revenues were 3470,478 or
51%, of total revenues, and general revenues were approximately $455,517 or 49%.

Using this Annual Financial Report

This annual financial report consists of a series of financial statements and notes to those
statements. These statements are organized so the reader can understand Lincoln Township
financially as a whole. The Governmeni-wide Financial Statements provide formation about
the activities of the whole Township, presenting both an aggregate view of the Township's
finances and a lonper-term view of those finances. The fund financial statements provide the
next level of detail. For Governmental activities, these statements tell how services were
financed in the short-term as well as what remains for future spending. The fund financial
statements look at the Township's operations in more detail than the Government-wide financial
statements by providing information about the Township™s most significant funds - the General,
Police and Fire Funds, with all other funds presented in one column as nonmajor funds.
Individual fund information for non-major funds is found in statements in a later section of this
report. The remaining statement, the statement of fiduciary net assets, presents linancial
information about activities for which the Township acts solely as an agent or trustee. The
following summarizes the presentation included in this armual financial report.

Management’s Discussion and Analysis (MD&A) {Required Supplemental
Information)

Basic Financial Statements

e Government-wide Financial Statements
» Fund Financial Statements

s  MNotes to Financial Statements

Budgetary Information for the Major Funds (Required Supplemental Information)

Other Supplemental Information

-
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LINCOLN TOWNSHIP
Management's Discussion and Analysis
For the Year Ended June 30, 2004

Reporting the Township as a W hole

The Statement of Net Assets and Statement of Activities

One of the most important questions asked about the Township's finances is, “ls the Township
hetter or worse off as a result of the year’s activities?” The Statement of Net Assets and the
Statement of Activities report information about the Township as a whole and about its activities
in a manner that helps to answer this question. These statements include all assets and liabilities
using the acerual basis of accounting similar to the accounting used by private sector companies.
All of the current year's revenues and expenses are taken into consideration regardless of when
cash is received or paid.

These two statements report the Township's net assets as a way 1o measure the Tow nship’s
financial position. The change in net assets provides the reader a tool to assist in determining
whether the Township’s financial health is improving or deteriorating. The reader will need to
consider other non-financial factors such as property tax base and facility conditions in ammving
at their conclusion regarding the overall health of Township,

Reporting the Township's Most Significant Funds

Fund Financial Statements

The Township’s fund financial statements provide detail information about the most significant
funds — not the Township as a whole, Some funds are required 1o be established by State law.
Cither funds are established to help it control and manage money for particular purposes or to
meet legal responsibilities for using certain taxes, grants, and other sources of revenue. The
Township’s two types of funds, governmental and hduciary, use different accounting approaches
as further described in the notes to the financial statements,

Governmental Funds

Mast of the Township's activities are reported in governmental funds, which focus on how
money flows into and out of those funds and the balances left at year-end available for spending
in future periods. These funds are reported using an accounting method called modified acerual
accounting, which measures cash and other financial assets that can readily be converted to cash,
The povernmental fund statements provide a detail short-term view of the Township’s general
aperations and the basic services it provides. Governmental fund information helps you
determine whether there are more or fewer financial resources available to spend in the near
future to finance the Township’s programs. The relationship {or differences) between
povernmental activities (reported in the Statement of Net Assets and the Statement of Activities)
and governmental funds is reconciled in the basic financial statements.



LINCOLN TOWNSHIP
Management's Discussion and Analysis
For the Year Ended June 30, 2004

Fiduciary Funds

The Township is the trustee, or fiduciary, for tax collections.  All of the Township’s fiduciary
activities are reported in the separate Statement of Fiduciary Net Assets, We exclude these
activities from the Township's other financial statements because the assets cannol be utilized by

the Township to finance its operalions.

Township-wide Financial Analysi

The statement of net assets provides the perspective of the Township as a whole. Exhibit A
provides a summary of the Township’s net assets as of June 30, 2004

Govermmental
Exhibit A Activities
Assels
Current and other assets § 1,083,662
Capital assets - net of accumulated
depreciation 401,169
Total assels 1,484 831
Liabilities
Current liabilities 138,226
Long-term liabihities 95,233
Total habilities 233 459
Met Assefs
Invested in property and equipment -
net of related debt 305,930
Restricted 410,069
LUnrestricted 535,367
Total net assets 81,251,372

“de-



LINCOLN TOWNSHIP
Manapement's Discussion and Analysis
For the Year Ended June 30, 2004

This analysis focuses on net assets.  The Township's net assets were $1,251,372 at June 30,
2004, Capital assets, net of related debt, totaling $305,936 compares the onginal costs, less
depreciation of the Township®s capital assets to long-term debt used to finance the acquisition of
those assets. The debt will be repaid from property taxes collected for operations of the Fire
Fund.

The $535.367 in unrestricted net assets of governmental type activities represents the
aceumulated results of all past years” operations. The operating results of the General and
Special Revenue Funds will have a significant impact on the change i unrestrictesd net assets
from year to year.

The results of this year's operations for the Township as a whole are reported in the statement of
activities { Exhibit B), which shows the change in net assets for the year ended June 30, 2004,
Since this is the first year the Township has prepared financial statements following GASB
Statement No. 34, revenue and expense comparison to fiscal year 2003 is not available.

Ad-



LINCOLN TOWNSHIP
Management's Discussion and Analysis
For the Year Ended June 30, 2004

Exhihit B

Revenue

Program revenue:
Charges for services
Girants and contnbutions

General revenuc:
Property taxes
State revenue shanng
Other

Total revenue

Function/Program Expenses
General government
Public safety
Public works
Highways and streets
Recreation and culture
Planning, zoning, and inspector
Interest on long-term debt

Total expenses

Change in Net Assets

Governmental
Activities

£ 467392
2 586

284066
123,031

48,420

925 995

316,326
255973
173,117
255 820
54,448
7016

4 90R

L, 069,108

$ (143,113)




LINCOLN TOWNSHIP
Management’s Discussion and Analysis
For the Year Ended June 30, 2004

As reported in the statement of activities, the cost of all of our Go vernmental type activities this
vear was 51,069,108, Certain activities were partially funded from those who benefited trom the
programs or by the other Townships and organizations that subsidized certain programs with
grants and categoricals. We paid for the remaining “public benefit” portion of our governmental
activities with 284,066 in taxes, $123,031 in State revenue sharing, and with our other
revenues, such as administration fees, interest and miscellaneous revenues,

I'he Township experienced an decrease in net assets of 143,113, Key reasons for the change in
net assets were an increase in the spending on roads and rubbish and the purchase of a
muintenance vehicle. The change in net assets differs from the change in fund balance and a
reconeiliation appears in the financial statements.

The Township's Funds

The Township uses funds to help it control and manage money for particular purposes. Looking
at funds helps the reader consider whether the Township is being accountable for the resources
taxpavers and others provide to it and may provide more insight into the Township's overall

financial healih.

The Township's governmental funds reported a combined fund balance of $945,436, which is
below last year's total of 81,114,082, The schedule below indicates the fund balance and the
total change in fund balances as of June 30, 2004 and 2003,

Fund Balance Fund Balance

June 30, 2004 June 30, 2003 Change
General £ 6570977 b B31,638 £ (173.661)
Special Revenue 287459 282,444 5015
lotal P 945436 0§ 1114082 § (168,646)

e Our General Fund decreased $173,661. The decrease i1s mainly due to an increase in the
road improvements, the purchase of a maintenance vehicle, cemetery paving and
cemetery master planning project.

e  Our Fire Fund increased $18,811. The increase will be used for future operations and
capital outlays.

e Our Police Fund decreased $13,659, The decrease 1s mainly due to increases in the cost
of fees paid to Clare County for police services.

3



LINCOLN TOWNSHIP
Management’s Discussion and Analysis
For the Year Ended June 30, 2004

e  Our Building Fund decreased $137. The decrease 15 due to increased costs involved with
the Building Fund
e The Liguor Law Fund did not have any activity during the fiscal year

As the graph below illustrates, the largest portion of the Township's revenue comes from
property laxes

Sources of Revenues
State Shared

Revenuoe
13%% Interest and Mher
1% Property taxes
bl |

Licenses, Fees and

Administration fees  Fermits

4% 1'%

itracted Services
5%

Special Assessments
26%

-jg.



LINCOLN TOWNSHIP
Management’s Discussion and Analysis
For the Year Ended June 30, 2004

The graph below illustrates, 31% of the Townships’ resources are spent on general government
expenses such as administrative costs and hall and ground, including utilities. A nother 23% 15
spent on highways and street, while 22% is spent mainly on fire and police services, The

remaining 24% is spent on other services provided to the residents of the Township as listed
below

Expenditures

Recreation and Planning,

Culture Zoning and

5%, Inspector General
1% ; -
Highways and Debt Service Government
Streets 2% 3%

23%

Public Works Public Safety
160 22%
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LINCOLN TOWNSHIP
Management's Discussion and Analysis
For the Year Ended June 30, 2004

Ihe chart below compares current year expenditures with prior year.

2{K14 2003

Expenditures by Function
General government § 342,796 £ 293394
Public safety 238,212 188,262
Puhlic waorks 173,717 156,322
Highways and strects 255 820 91,768
Recreation and culture 54,448 100,450
Planning, zoning &nd inspector 1916 19,854
[Mebl service 21,732 21,736
Transfers to other funds 4,730 1,35

Total % 1009371 % 373145

st ===

Expenditures are up by $226.226 or 26% over the prior year mostly due to increased spending in
roadl repair and maintenance, rubbish remaoval, cemetery paving and master planning project, the
purchase a maintenance vehicle, increases in contracted services for police services and an
increase in costs to operate the Fire Fund.

Ceneral Fund Budgetary Highlights

Owver the course of the vear, the Township revises its budgets to reflect changes in revenues and
expenditures. State law requires that the budget be amended to ensure that expenditures do not
exceed appropriations. A schedule showing the Township's original and final budget amounts
compared with amounts actually paid and received is provided in required supplemental
information of these financial statements.

Changes to the General Fund budget were as follows:

s There were immaterial changes to the revenue original budget.

o Budgeted expenditures increased due to an increase in professional services for
computer services, maintenance vehicles, Township hall maintenance, and weed
control. The overall change in other areas was immatenial.

s Actual revenues were over budgeted revenue by $33,586. The difference is primarily
due to an increase in state shared revenues, administration fees tor tax collections and
fees for rubbish removal.

«  Actual expenditures were under the budgeted expenditures by $60.728. The
difference is due to road construction projects being completed under budget and the
delay of several lake improvement projects.

“3i-



LINCOLN TOWNSHIP
Management's Discussion and Analysis
For the Year Ended June 30, 2004

Capital Assels

Af June 30, 2004, the Township had $401,169 invested in a broad range of capital assets,

including land, buildings, furniture, and equipment, net of accumulated depreciation. This
amount represents a net increase (including additions and disposals) of approximately $49,850,

or % Y, from last year.

2004 20003
Land £ 20807 § 29807
Buildings and improvements 105,223 105,223
Machinery and equipment 107,801 831.B51
Vehicles 414,900 389,000
Tutal capital assets 657,731 Y|
256,562 215421

Less accumulated depreciation

MNet capital assets £ 401,169 § 392,460
==

This year’s additions of $49,850 included the addition of a maintenance vehicle, computer
equipment and fire equipment. No debt was issued for these additions.

We do not anticipate any major capital additions in the next fiscal year, We present more
detailed information about our capital assets in the notes to the financial statements.

Debt

At the end of this year, the Township had $95,233 in long-term debt outstanding versus $112,057
in the previous year — a change of 15%. These long-term debt consisted of the following:

2004 2003
Installment Purchase
Agreements 5 05233 £ 112057
eSS

The Township's outstanding general obligation debt of $95,233 is significantly below the
statutorily imposed limit.

Factors Expected to Have an Effect on Future Operations

We expect to see a decling in state shared revenue next year as the State of Michigan continues
to face challenges in balancing its budget. We will need to adjust Township expenditures in
response to any revenue shorttall.



LINCOLN TOWNSHIP
Management's Discussion and Analysis
For the Year Ended June 30, 2004

Reguests For Information

This financial report is designed to provide a general overview of the Township's finances for all
those with an interest in the Lincoln Township. Questions concerning any of the information
provided in this report or requests for additional financial information should be addressed to:

Lincoln Township

P.O. Box 239
Lake George, M1 48633

il



LINCOLN TOWNSHIP
Statement of Net Asscts

June 30, 2004
Governmental
Activities
Aszets
Cash and cash equivalents $ 156466
Dwe from other funds 727019
Capital assets - net of accumulated depreciation of $256,562 401,169
Total Asws | 484,831
[iabilities
Accounts payahirz 138226
Mencurrent liabilities:
[Fue within one year 17,632
e in more than one year TT.60]
Total Liabilities 2313 4549
Met Assels
Invested in capital assets - net of related debt 305,936
Restricted for;
Streets and highways 182,793
Rubbish removal 27276
Unrestricted 535 387
Total Met Assets % 1,251,372
RS e ]

Sec accompanying notes 1o Hinancial statements
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LINCOLN TOWNSHIP
Statement of Activities
For the Year Ended June 30, 2004

Governmental
Program Revenucs Activitics
Met (Expense)
(perating Revenue and
Charges for Girants and Change in
Functions/Programs Expenses Services Contributions Met Assels
Ciovernmental activilies:
Creneral governmaent 3 36326 & 4,105 % 0 & (312221
Public safely 255073 a4 il (209 531
FPublic works 173,717 [ TOL 316 i (3.401)
Highways and streets 255 820 246,410 2586 (6,524
Fecreatton and culture 54,448 i 0 (54, 48
Planning. zoning, and mnspector 7916 6201 i (7.206)
Interest on long-tenm debt 4 e 4] 0 (<. B08)
Total movernmental activitics 3 1,062 108 5 467,892 b 2,386 (398,630}
———— —_———
Cieneral revenues:
Property taxes 284 066
Administration fees 41.614
State shared revenues 123,031
Investment earmings 5,728
Mizcellaneous 1,078
Total general revenues 455517
Change in nel assels (143,113}
Net assels - beginning of year 1,394 485
Mel assets - end of year ¥ 1251372

Sex accompanying notes to financial stalements



ARzels

Cash and cash equivalents
[Pue from other funds

Total Assets
Liabilities and Fund Balance

Luabilities

Accounts payahle
Dhe to other funds

Tatal habilities
Fund Balance
Reserved for streets and highways
Reserved for rubbish removal
Lnreserved

Tatal tund halance

Total Liabilhities and
Fund Balance

LINCOLN TOWNSHIP
Governmental Funds
Balance Sheet

June 30, 2004
Othver
Monmajor

Gieneral Fire Police  CGovernmental

Fund Fund Fumnd Fumnd Toal
S2a2011 L 65144 % 26,873 £ 1,538 S 356466

5217648 102,139 103,677 4,730 TIR 194
ST 554 16T 283 130,550 ¥ 6,268 1,059, 660
L e ——— —_— e ——
5127 852 b Og 5 1276 % h] % 138,226

4730 i ] 6,268 | EERFES

132,582 a8 10,275 6,268 149224

352,793 i ] [ 382 TON

27276 0 1 { 27276

247 IR 167,185 120,274 [ 535,367

637977 167,185 1200274 i 045436
LT90.559 167,283 % 130,550 3 6,268 R1.094 660
—_—

e accompanying noles Wy financial statements
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LINCOLN TOWNSHIP
Reconciliation of Balance Sheet of Governmental Funds
to the Statement of Net Assets

June 30, 2004

Fidtal Fend balance - governmental funds

Amounts reported for povermmental activities in the
statement of net assets are different becauss:
Capital assets used in governmental activities are not financial
resources and are not reported in the funds
Cost of the capital asscls
Accumulated depreciation

Long-term liabilities are not due and payable in the current
period and are nol reported in the funds:

Installment purchase agreements

Total net assets - governimental activities

See accompanying notes o financial statements

£ 045,436
57,731
(256,562
(95,233)

$ 1,251,372
—————————



LINCOLN TOWNSHIP
Governmental Funds
Statement of Revenues, Expenditures and
Change in Fund Balance
For the Year Ended June 30, 2004

Other
Monmagor
Creneral Fire Folice Ciowvernmental
Fund Fund Fund Fumd Tatal
Revenwes
Property taxes § MBE60  § 102145 % 102145 3 0§ 45245y
Specil assesamenis 23R ET2 i 1] il 238 RT2
Confracted services 0 A1 36 ¥ i 46,136
Aclmimesiraiion Tees 41.614 i ] ] 41614
Licenses, fees, and permiis 124 LR i 961 11180
State shared revenues 123,031 ] ] §] 123,0%)
Interest and rentals 5419 145 1443 ik 5727
Oither revenues 0,227 235 14 F] A 476
Toral revenues hirh, Thi 148 969 102 200 R.Ah] Q25 004
Expenditures
Current
Cieneral poverniment 342 T0E ] il ] 342 TOq
Public safety Q 108 426 115958 13828 238212
Fuble works 173717 ir 1 i 173,717
Highways and steets 255 K20 1] [l 0 255,820
Hecreation and colture 54 443 i i 0 54 448
Planning, zonmg and inspecion To14 H { 1] TO1h
Dielt semace i 21,732 i) 1] 21,732
Fonal ex penditures B34, 687 13,058 L 15,958 13,828 |04 641
Fxcess {deheweney b of revennes
over expenditures (168,931 18,81 (13659 (4,867} RGERETY
Cither Financing Sources (Lseg)
Crperating transfers in
from other funds i il 1 4,730 4730
Ciperabing iransfers out
fox xther funds (4,73 0 0 0 (4,730
Foral other financing sources (uses) (4,730 0 0 4,74 [
Esxcess (deficiency) of revenuwes and other
finance sources over expendiiures
and other financing uses, (173,660 ERAR (13 659) i137) {16E.646)
Fund halance - beginmng of year A31,63R bR 374 133,933 137 P 114,082
Fund halance - end of year $ 657977 % LAT,1ES 120274 % i} £ 045436

See prcompanying oefes b fnoncial statements

-8



LINCOLN TOWNSHIP
Reconciliation of the Statement of Revenues, Expenditures,
and Change in Fund Balance of Governmental Funds to the Statement of Activities
For the Year Ended June 30, 2004

Met change in fund halance - total povernmental fumds 165 646)

Amounts reported for governmental activities in the statement
of actevities are different because:
Governmental funds report capital outlays as expenditures;
in the statement of activities, these costs are allocated
over their estimated useful lives as depreciation

(apital outlay 40,850
Depreciation expenses (41.141)
Repavment of loan principal 15 an expenditure in the govemmental
fiinds, but not in the statement of activilies {where it reduces long-term debi} 6,824
Change m nel assets of governmental activitics £ (143,113)
L e —————

See accompanying notes o financial statements

4



LINCOLN TOWNSHIP
Statement of Fiduciary Net Assets
June 30, 2004

Current Tax

Fund
Asscts
(‘ash b T27.196
[iahiliees
Due to other funds b 727,196

See accompanying notes to financial statements

10-



LINCOLN TOWNSHIP
Motes to Financial Statements
For the Year Ended June 30, 2004

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of Lincoln Township (Township) conform to ULS. generally
accepted accounting principles as applicable to governmental units. The following is a
summary of the significant accounting policies used by Lincoln Townshap:

Reporting Entity

The Lincoln Township is governed by an elected five member council (Board). The
accompanying financial statements present the govemment,

Government-Wide and Fund Financial Statemenis

The government-wide tinancial statements (1.¢., the statement of net assets and the
statement of changes in net assets) report information on all of the nonfiduciary activities
of the primary government. The effect of interfund activity has been removed from these
statcments.

The statement of activities demonstrates the degree to which the direct expenses of a given
function or segment are otfset by program revenues. Direct expenses are those that are
clearly identifiable with a specific function. Program revenues include: (1) charges to
customers or applicants who purchase, use, or directly benefit from goods, services, or
privileges provided by a given function and (2) grants and contnbutions that are restricted
to meeting the operational or capital requirements of a particular function. Taxes and
other items not properly included among program revenues are reported instead as general
TEVENLUE,

Separate financial statements are provided for governmental tunds and hduciary funds,
even though the latter are excluded from the government-wide financial statements. Major
individual governmental funds are reported as separate columns in the fund financial
statements.

Measurement Focus, Basis of Accounting and Financial Statement Presentation

I'he government-wide financial statements are reported using the economic resources

measurement focus and the accrual basis of accounting, as is the fiduciary fund financial
statements. Revenue is recorded when carned and expenses are recorded when a liabiality
15 incurred, regardless of the iming of related cash flows. Property taxes are recognized
as revenue in the year tor which they are levied. Grants and similar items are recogmzed
as revenue as soon as all chigbility reguirements imposed by the provider have been met,



LINCOLN TOWNSHIP
Notes to Financial Statements
For the Year Ended June 30, 2004

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

As a general rule, the effect of interfund activity has been eliminated from the
government-wide financial statements.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modificd accrual basis of accounting. Revenue is recogmized
as soon as it is both measurable and available. Revenue is considered to be available if it
is collected within the current period or soon enough thereafter to pay habilities of the
current period, For this purpose, the government considers revenues to be available if they
are collected within 60 days of the end of the current fiscal penod.  Expenditures generally
arc recorded when a liability is incurred, as under accrual accounting. However, debt
service expenditures, and claims and judgments are recorded only when payment is due.

Property taxes, state-shared revenue, and interest associated with the current fiscal penod
are all considered to be susceptible to accrual and so have been recognized as revenue of
the current fiscal period. All other revenue items are considered to be available only when
cash 15 received by the government.

The Township reports the following major governmental funds:

The General Fund is the Township’s pnmary operating fund. 1t accounts for all
financial resources of the Township, except those required to be accounted for in
another fund

The Fire Fund accounts for Township fire protection service activities,

The Police Fund accounts for activities associated with law enforcement within the
Township.

Additionally, the Township reports the following fund types:
The Special Revenue Funds are used to account for the proceeds of specific revenue
sources that are legally restncted to expenditures for specified purposes. Building

inspector and liquor enforcement services are accounted for in the Special Revenue
Funds as non major governmental funds.

Assets, Liabilities, and Net Assets or Equity

Deposits and Investments — Cash and cash equivalents are considered to be cash on hand,
demand deposits, and short-term investments with a matunty of three months or less when
acquired. Investments are stated at tar value.

12



LINCOLN TOWNSHIP
Notes to Financial Statements
For the Year Ended June 30, 2004

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Receivables and Pavables — In general, outstanding balances between funds are reported as
“due to/from other funds.”

All trade and property tax receivables are shown as net of allowance tor uncollectible
amounts. Property taxes are levied on cach December 17 on the taxable valuation of
property as of the preceding December 317, Taxes are considered delinquent on March 1*
of the following vear, at which time penalties and interest are assessed.

Capital Assets — Capital assets, which include land, buildings and machinery and
equipment are reported in the government-wide financial statements. Capital assets are
defined by the Township as assets with an initial individual cost of more than $1,000 and
an estimated useful life in excess of 5 vears. Such assets are recorded at hastoncal cost or
estimated historical cost if purchased or constructed. Donated capital assets are recorded
at estimated fair market value at the date of donation. Costs of normal repair and
maintenance that do not add value or matenally extend asset lives are not capitalized.

Building, vehicles, and equipment are being depreciated using the straight-line method
over the following useful lives:

Buildings 40} ¥ ears
Building improvements 15 o 25 Years
Vehicles 5t 15 Years
Fire equipment 510 15 Years
Office equipment Sto 15 Years
Computer equipment 3to 5 Years

Long-term Obligations - In the government-wide financial statements, long-term debt and
other long-term obligations are reported as liabilities in the governmental activities
statement of net assets, The face amount of debt 1ssued 1s reported as other financing
sources, lssuance costs are reported as debt service expenditures

Fumd Equity — In the fund bnancial statements, governmental funds report reservations of
fund balance for amounts that are not available for appropriation or are legally restncted
by outside parties for use for a specific purpose. Designations of fund balance represent
tentative management plans that are subject o change,

=13 =



LINCOLN TOWNSHIP
Motes to Financial Statements
For the Year Ended June 30, 2004

NIFICANT ACCOUNTING POLICIES (CONTINUED)

NOTE 1 - SUMMARY OF 51

Use of Estimates — The process of preparing the basic financial statements in conformity
with U5, generally accepted accounting principles requires the use of estimates and
assumptions regarding certain types of assets, liabilities, revenues, and expenses. Such
estimates primarily relate to unsettled transactions and events as of the date of the financial
statements.  Accordingly, upon settlement, actual results may differ from cstimated
amounts.

Accounting Change — Effective July 1, 2003, the Township implemented the provisions of
Giovernmental Accounting Standards Board Statement No, 34, Basic Financial Statemenis
_ and Management s Discussion and Analysis — for State and Local Governments (GASB
Mo, 34). Changes to the Township's financial statements as a result of GASB No. 34 are
as follows:

A Management’s Discussion and Analysis (MD&A) section providing analysis of the
Township's overall financial position and results of operations has been included.

Government-wide financial statements (statement of net assets and statement of activities)
prepared using full acerual accounting for all of the Township’s activities have been
provided.

Capital assets in the governmental activities column of the statement of net assets includes
assels totaling $657,731 less accumulated depreciation of $256,562,  In addition, the
povernmental activitics column includes other long-term obligations totaling 595,233
previously reported in the General Long-term Debt Account Group.

S 1 o



LINCOLN TOWNSHIP
Notes to Financial Statements
For the Year Ended June 30, 2004

NOTE 2 - BUDGETS

The State of Michigan adopted a Uniform Budgeting and Accounting Act { Act)
applicable to all local governmental entities in the state. The law requires appropriation
acts to be adopted for General and Special Revenue Funds of governmenls prior to the
expenditure of monies in a fiscal year.

Lincoln Township follows these procedures in establishing the budgetary data reflected
in the financial statements,

1. The Township’s supervisor submits to the Board a proposed budget prior to July | of
each vear. The budget includes proposed expenditures and the means of financing
them.

2, A public hearing is conducted to obtain taxpayer comments.

3. Budgeted amounts are as originally adopted, or as amended by the Board throughout
the year. Individual amendments were not matenal in relation to the original
appropriations. Budgpets are adopted 1o the functional level,

4. Appropriations lapse at year-end. These appropriations are re-established at the
beginning of the following year.

A comparison of actual results of operations to the budgeted amounts (at the level of
control adopted by the Board) for the General, Fire and Police Funds are presented as
Required Supplemental Information.

Excess of Expenditures Over Appropriations i Budgeted Funds — During the vear,
Lincoln Township incurred expenditures in certain budgeted funds which were in excess
of the amounts appropriated, as tollows:

Budget Actual Budget
Budget Iiem Appropriation Expendiiures Varance
Cieneral Fund
General government 5 320,506 % 342,706 b (22,200}

Public works 165,115 173,717 (8,602)
Police Fund
Public safety 14,272 115958 {1,6E4)



LINCOLN TOWNSHIP
Notes to Financial Statements
For the Year Ended June 30, 2004

NOTE 3 - DEPOSITS AND INVESTMENTS

Michigan Compiled Laws, Section 129.91, authonzes the local governmental unit to
make deposits and invest in the accounts of federally insured banks, credit unions, and
savings and loan associations which have an office in Michigan. The local unit 15
allowed to invest in bonds, securities and other direct obligations of the United States or
any agency or instrumentality of the United States; United States povernment or federal
agency obligations; repurchase agreements; bankers’ acceptance of United States banks:
commercial paper rates within the two highest classifications which mature not more
than 270 days after the date of purchase; obligations of the State of Michigan or its
political subdivisions which are rated as investment grade; and mutual funds composed
of investment vehicles which are legal for direct investment by local units of government
in Michigan. The Township's deposits are in accordance with statutory authority.

At vear-end, the Township®s deposits were reported in the basic financial statements in
the following categories:

Governmental Fiduciary
Activities Fund Toual

Cash and cash equivalents § 356466 5 727, 1% 5 1.083.662
= . o

The Township had no investments as of June 30, 2004

The bank balance of the Township®s deposits 15 $1,083.743, of which $200,000 is
covered by federal depository insurance.

-16-



LINCOLN TOWNSHIP
Notes to Financial Statements
For the Year Ended June 30, 2004

NOTE 4 - CAPITAL ASSETS

Capital asset activity of the Township for the current year was as follows:

Balance Disposals Balance
July 1, and June 30,
20003 Additions Adjustments 2004

Governmental Activities
Capital assets nod being depreciated

Land £ 20807 5 0 b ) 5 29807
Capital assets being depreciated;

Buildings 51,827 0 0 51,827

Building improvements 33,396 1] 0 53.396

Machinery and eguipment #3851 23,950 0 107 801

Vehicles FRO000 25,9400 ] 414,500

Subtotal 78074 49,850 il 627,924

Less accumulated depreciation for:

Buildings 35,089 1.256 0 16,345

Building improvements 13,830 2,500 0 16,339

Machinery and equipment 25,169 13,709 0 42878

Viehicles 137,333 236067 Lk 161,000
Subtotal 215,421 41,141 0 256,502
Met capital assets being depreciated 362,653 8,705 ] 171362
Governmental Activities, Total

Capital Assets - Net of Depreciation . § 392 460 S &, 709 b i £ 401,169

L - —

Depreciation expense was charged to programs of the Township as follows:

Ciovernmental Activities:

(senernl povernment b ] 1,526

Public safeiy 33.215

F'otal Governmental Activities % 41,141
Eaa——
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LINCOLN TOWNSHIP
Notes to Financial Statements
For the Year Ended June 30, 2004

NOTE 5 - INTERFUND RECEIVABLES AND PAYABLES AND TRANSFERS

A summary of inter-fund receivable and payable balances at June 30, 2004 and
transfers made during the year ended June 30, 2004 are as tollows:

Fund Receivables Payables Transters In Transfers Out
General Fund § 527.048 b 4,730 b i 5 4,730
Fire Fund 102,139 0 ] ]
Police Fund 103,677 i 0 ]
Building Fund 4.730 6,268 4730 0
Tax Fund 0 T2T. 196 1] [

§ 7IRI94 5 TIBAV4 0§ 4730 0§ 4,730

Transfers are used o support buillding inspecior cosis,

The primary purpose of the receivables/payables is to reflect amounts due from the
tax fund that were not distributed to the funds as of June 30, 2004, The
receivables/payvables balance also represents amounts due to the Bullding Fund from
the General Fund for supplementing the building inspector costs and reimbursements
ter the Police Fund from the Liguor Law Fund for Liguor law enforcement services.

NOTE 6 - LONG-TERM DEBT

Long-term obligation activity can be summarized as follows:

Balance Retrements  Balance Armount
July |, and June 30,  Due Within
20003 Additions  Adjustments 2004 Omne Year
Installment purchase
aEreements £112,057 h i £ 16824 1 95,233 £ 17.632
——————— E——— e e

Lincoln Township entered into a installment purchase agreement on Aprl 8, 2002 in
the amount of $129_ 4(H) at an interest rate of 4.70 % for seven vears. The installment
purchase agreement was used to purchase 2002 Pierce Custom Contender.

-18 -



LINCOLN TOWNSHIP
MNotes to Financial Statements
For the Year Ended June 30, 2004

NOTE 6 - LONG-TERM DEBT (CONTINUED)

Annual debt service requirements to maturity for the above obligation are as follows:

Year End June 30 Principal Interest Total
2005 b 17,632 5 4 046 4 21,728
2000 18,477 3252 21,729
2007 19,364 2,368 21,729
2008 20,294 1,435 21,729
20009 19,466 456 19,022

Total b 95,233 b 11,604 § 106837

NOTE 7 -RISK MANAGEMENT

The Lincoln Township is exposed to vanous risks of loss related to property loss,
torts, errors and omissions and emplovee injuries (workers' compensation). The
Lincoln Township participates in the Michigan Municipal League nsk pool for claims
relating to relating to workers” compensation, general liability, and property/casualty
claims, Settled claims relating to the commercial insurance have not exceeded the
amount of insurance coverage in any of the past three liscal vears.

The Michigan Municipal League nisk pool program operates as a common nsk-
sharing management program for local units of government m Michigan; member
premiums are used to purchase commercial excess insurance coverage and to pay
member claims in excess of deductible amounts.

The Michigan Municipal Risk Management Authonty risk pool program operates as a
claims servicing pool for amounts up to member retention limits, and operates as a
commaon risk-sharing management program for losses in excess of member retention
amounts. Although premiums are paid annually to the Authority, that the Authority
uses to pay claims up to the retention limits, the ultimate habality tor those claims
remains with the Lincoln Township.

The Michigan Mumcipal Risk Management Authonty’s State Pool program operates
as a commaon risk-shanng management program for local units of government in
Michigan. Member premiums are used to purchase excess insurance coverage and to
pay member claims in excess of deductible amounts. A portion of the excess
insurance coverage is underwritten by the Authonty itself.

- 19-



NOTES -

NOTE 7 -

LINCOLN TOWNSHIP
Notes to Financial Statements
For the Year Ended June 30, 2004

RISK MANAGEMENT (CONTINUED)

The Michigan Townships Participating Plan operates as an insurance purchasing pool
for local units of government in Michigan. The Plan purchases commercial insurance
on hehalf of its members at a lower cost than would be available on an individual
basis.

PENSION PLAN

NOTE 9 -

The Township provides pension benetits to certain qualified employees through a
defined contribution plan. In a defined contribution plan, benefits depend solely on
amounts contributed to the plan plus investment camings. Employees are elipible to
participate from the date of employment. The Township contributes 15% percent of
emplovees’ gross carnings and employee contributions for each employee plus
interest allocated to the employee's account are immediately fully vested,

The Township’s total payroll during the current year was 163,622, The current year
contaibution was calculated based on covered payroll of §115,805, resulting in an
employer contribution of 17,371,

RELATED PARTY

The Township has engaged an individual who 15 the spouse of a Township Trustee 1o

facilitate improvements to Township properly. The amount expended was
approximately $1,550.

=20 -
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LINCOLN TOWNSHIP
Required Supplemental Information

Budgetary Comparison Schedule - Major Governmental Fu nds
For the Year Ended June 30, 2004

General Fund

Ongmal Final Amended
Budget Budget Actual
Revenues
Property faxes $ 254,500 £ 254,500 % 248 669
Special assessments 227,300 227,300 218 K72
Contracted services 0 0 ]
Administrabion fees 32,000 32,000 41,614
Licenses, fees, and permits 1,150 1,150 1,914
State shared revenues 111,01 F11, 00 123,031
Interest and rentals 5, [0} 5 0dM 5439
{Mher revenucs 1,230 1,230 6,227
[olal revenues 632,180 632,180 BaS, THb
Expenditures
{urrent.
General government 272 Ra0) 320,506 342,796
Public safety i 0 1]
Public works 165,115 165,115 175,717
Highways and stects 282 300} 295 038 255 E20
Recreation and culiure 02,550 103,140 54 448
Planning, zoning and inspector 11,500 I1.626 718
Deht service 0 0 0
Total expenditurcs 824,355 B05,425 834 6497
Excess (deficiency) of revenues
over expenditures (192.173)° (263,243) (163,931)
Other Financing Uses
Orperating transfers in from other funds 0 0 0
Orperating transfers out o other funds 0 {2.500) i4,730)
Total other financing sources (uses) ] {2.5041) i4,730)
Fxcess (deficiency) of revenues and other financing
sources over expenditures and other inancing uses (192,175) (265,745) {173,661 )
Fund balance - begmning of vear 831,638 831,638 831638
Fund balance - end of year 5 IE!_]'?‘,"—'I-'ﬁ3 5 1-55,393 L 6570977

7]-



Fire Fund Police Fund
Orriginal Final Amended Origmal Final Amended
Budget Budget Actual Budyet Budget Actual

% 103,000 £ 103 00K & 102145 £ 103,000 5 103,000 102,145
] L] 0 i 0 [
42 00 42 000 46,136 i i i
{h 1] i} ] i ]
i i 35 0l {] i
] 0 1 1 L 0
H50 50 |48 fi5lh ikl 1440
(i i 235 b ] 14
145650 145 G50 |48, 06k 1003 650 103,650 (02,299
{l ( 0 0 0 0
140,125 [ 39,746 T8, 426 110, ) 114,272 1155958
1] 1] 0 ] ] {
(1] ] K] ] i ]
[ 0 i b 1} {h
}] (0 §] H] [k i
22 00 22 ) 21732 i 1] 0
162,125 161,746 130,158 [ 10000 i14,272 [15 058
(16.475) {14,100 15811 {6,350 [10,622) (13.659)
il ] ] 1.538 1.538 L]
U 1) [ 1) i i
K 11! i 0 1,538 1,538 0
(16.475) [ 16,0 15,4511 (4.812) [O,084) (13.6549)
o |48, 374 148,374 148,374 133,933 133,933 133,933
£ 131,809 % 132278 £ 16T 1B5 £ 129,021 % 124349 £ 120274
- — —i= - ———— |
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LINCOLN TOWNSHIP
Other Supplemental Information

Combining Balance Sheet
Nonmajor Government Funds
June 30, 2004
Buitlding  Liquor Law
Fund Fund Total
Azsels . )
{ash and cash eguivalents i 0 % 153 § 1538
e from other funds 4,730 0 4,730
Total Assels £ 4730 b .53 5 6,268
Liabilities and Fund Balance
Liabilitics :
e to other funds 8 4730 5 1,538 3 6263
Fund Balance
Unreserved
Lindesignared 0 i (1}
Toal Liabilities and Fund Balance 2 470 % 1538 & 6,268




LINCOLN TOWNSHIP
Other Supplemental Information
Combining Statement of Revenues, Expenditures and

Change in Fund Balance - Nonmajor Governmental Funds
For the Year Ended June 30, 2004

Building  Liguor Law

Fund Fund Tuxtal
Revenugs
Licenses, fees, and permits £ B94l % 0 5  Eosl
Expenditures
Public safety:
Salaries and wages 9.(MH) 1] 9,000
Operating supplics 425 L 425
Training and physicals 10 L 100
Transpociation 2,925 L 2429
Vehicle expense 829 0 B29
Miscellaneous 20 0 i
Township share - pension 328 0 328
Fownship share - payroll taxes 697 b 697
'otal expenditures 13,828 1] 13,828
Excess (deficiency) of revenucs over expenditures (4.867) 0 (4.867)
Oiiher Financing S0uUfces
Ciperating transfers in
froom other funds 4,730 0 4,730
Excess (deficiency ) of revenues and other hnancing
sources over expenditures and other hinancing uscs (137} i (13T
Fund balance - beginning of vear 137 0 137
Fund balance - end of year % 0 5 0 5 0
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CEATIRED PUBLIC ACCOUMTANTS
& COMELILTANTS

Seplember B, 2004

Township Board
Township of Lincoln
Clare County, Michigan

[hiz letier 15 intended o miorm the Township Board aboul significant mallers
related 1o the comduct of the annual audit so it con appropriately discharge its oversight
responsibility and that we comply with our professional responsibilities to the Township Board,

Fhe following summariaes vanous matters which must be communicaied o vou
under L5, penerally accepled auditing standards.

The Auditor’s Hes L5, Generally Accepted Auditing Standards

Chur gudit of the financial statements of the Township of Lincoln for the vear
ended June 30, 2004 was conducted in accordance with LS. genemally accepted awditing
standards. [hose standards require we plan and perform the audit 1o oblain reasonable
gssurance aboul whether the lnancial statements are free of matenal misstatement, whether
caused by emmor, fravdulent financial reporting or misappropriation of assets.  An awdit ncludes
examining, on a test hasis, evidence supporting the amounts and disclosures i the financial
statements,  An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement
presentalion.  Accordingly, the audit was designed 1o obtain reasonable, rather than absolute,
assurance aboul the financial statements. We believe our audit accomplished thar objective.

AMuanaeement Ju Accountinge Estimates

Accounting estimates are an integral part of the preparation of financial statements
and are based upon management’s cumrent judgment.  The process used by management
encompasses their knowledge and experience about past and current events and certain
assumptions about future events. Management has informed us they used all the relevant facts
available to them at the fime (0 make the best judgments about accounting estimates and we
considered this mformation in the scope of our audit. These estimates are relatively insiemuficant
in relation to the fnancial statements taken as a whole,

RSM McGladrey Network

A inependienthy D Member



WEINLANDER FITZHUGH

Fownship Board
F'ownship of Lincoln
September 8, 2004
Page 2

Aot Aodjustments

For purposes of this letter, professional standards detine a significant audit adjustment as a proposed
correction af the financial statements that, in our judgment, may not have been defected except through our
auditing procedures, Our awdit adjustments were not significant,

alicies amd Allernative Treatments

Accountin

Management and the Township Board have the ultimate responsibility for the appropriateness of the
accounting policies used by the Township. The significant accounting policies adopted by the Township are
described i Foolnote | to the financial statements. The Township adopted several significant Governmental
Accounting Standards Board (GASHB) Statements i the current vear inclisding:

GASE No. 34, Basic Financial Statements — and Management’s Discussion and Analysis — For State

and Local Governinents

GASH Mo. 37, Basic Financial Statements - and Management's Discussion and Analysis - For State
and Local Crovernments: Cmnibus

GASHE Mo, 38, Certamn Financial Statement Mote Disclosures

CiASH Interpretation Mo 6, Recognition and Measurement of Certain Liabilities and Expenditures in
Ciovernmental Fund Financial Statements.

Disaprecments with Mansgement

We encountered no disagreements with management over the apphcation of sigmiticant principles,
the basis for management’s judgments on any significant matters, the scope of the audit or significant
disclosures te be meluded in the fnancial statements,

Consultations with Other Accountan

W are not sware of any consultations management had with oiher sccountants aboul sccounting of

audiing matters,

Alajor lssues Discussed with Manarement Proer to Betention

No major ssues owere discussed with  management prior fo our retention (o pertorm the

alorementioned audit,



WY  WEINLANDER FITZHUGIH

Fownship Board
F'owmnship of Lincoln
September B, 20004
Page 3

ifficultics Encount in_Performi

We did not encounter any difficulties in dealing with management relating o the
performance of the audiv

Clising

We will be pleased to respond to any questions you have aboul the foregoing. We
appreciate the opportunity to continue to be of service to Lincoln Township.

Ihis report s intended solely for the mformation and wse of the Township Board and
management and is not intended to be, and should not be, used by anyone other than the specificd
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Afchigan Doptarimaen of Treasiny

Auditing Procedures Report

Issued under PLA 2 of 1968, a5 amanded

,:Lruulﬁammwtﬁp-r Lol Gioveamimssnd Mamee Ciounly
[lcay  [¢] Towrshe  [vitage  [Joer | LINCOLN TOWNSHIP CLARE
| Aokl Diana Cigirenn Cale Dala Accoumas Rancn Suldminsi 10 Stete

6/30/04 9/8/04 fet-an-nd

We have audibed the financed slabements ol this local et of govemment and renderad an opinicn on financial Ham pra.p;;d"il-'n
acoordance with the Skhbements of the Govemments Accounting Slandards Board (GASE) and the Usdorn Reportimg Formral for
Financia! Sfatements for Counfes aend Local Linidts of Govemmen? o Wchigan by the Michigan Deparment of Treasury.

Wie affirrm Uhal
1. We have complied with the Sulleln for he Audils of Loca' Linifs of Goverynen? i Michigan as revised.
2. We are certified public accountants reqgistered o prachce in Michigan.

Wi Turtbuer alfem the lollowing. “¥es” responses have been disclosad m the financial statemants, mcludng the notes, or in the report of
foermEnts &nd ecommendations

fou st check ihe apolicable box for each ibem bakow
|'_'] Y5 Mo 1 Cerdain componen uitsfunds/agences of the local wit are exdeded from the inancal slatements.

[ ]ves [¢]Ho 2 There are accwrulated deficits in one or more of this uni's unreserved fund babincesiretained samngs (PA.
275 of 1980),

'fes |:| Mo 3. Theme are instances of noncompliance wilh the Unilorm Accounting and Badogeting A (PA 2 of 796, as
amended)

D‘ﬁas Mo 4 The local unil has violsted the condibons of eiher an order ssued under the Municipal Finance Act or its
requirements, or an order issued under the Emamency Municipal Loan Act.

[ ]ves h"'_i Mo 5 The local and hokds depositsineesineents which go nol omply wilth sialutory requrements. (PA, 20 of 1943,
a5 armended [MOL 120.91], or P.A 55 of 1982, &= amended [MCL 38.1132])

D Yioas 'i} Mo G, The local uml bas been ddinguent in deslributing b resenoes (hal ssene collected for another  Laing unit
The local urel hes violsted the Constibitional requirement (Artcle @, Section 24) b fund cumend year eamed
E‘r’e& |¢| Mo 7. pension banefits (nommal costs) in the cument year. If the plan is more than 100°%: funded and the overfunding
credits ama mora than the nomal st requirement, no contnbubons ae due {pasd dusng the year).

[lves [#] Mo 8 The iocs unit uses credt cards and has not adopled an apphcabée policy as reguired by PLA. 266 of 1995
(MCL 120 241).

|:| Rt m Mo % The bocal uri has nod adopied an investmant pofcy a6 requred by PA 106 of 15607 (BMCL 129 95}

. To Be ot

Wa have anclosad the following: Enchrsed Frrwarded Raquired
The destles of cormimeis s recommendations. ‘f
Repors on indwidud federal financiad assistance programs (program sudits). 1{
Esangghe Ausdil Repodts (ASLGL) : I ' i
Certied Pubiic Acceuntant (Firm Hame)

WEINLANDER FITZHUGH

Sl Ardresy City Siale IR

601 BEECH STREET CLARE M 4BB17
oy drt il ¥ . kel b e

i
07 Auloen CPA Jo-3a Y






